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ABSTRACT 



This analysis begins with a review of the history of 
economic impact studies of the arts. Characteristics of the environment that 
have led to the development of the economic impact study as an advocacy tool 
are identified and some of the significant early research in the area that 
set patterns for later studies is cited. In the second section of the study 
the major findings of prior studies of the economic impact of the arts are 
given. These indicate that: (1) the arts constitute a significant large-scale 
business activity; and (2) the arts have experienced significant growth in a 
very short period of time. In the third section of the study, issues of 
research design relevant to these studies are identified, including purpose, 
definition of the arts industry, methods of measuring impact, data-collection 
methods, selection and use of multipliers, and research administration. 
Contains 277 references. (MM ) 
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Twenty Years of Economic Impact Studies of the Arts: 

A Review 

Over the past 20 years, the arts industry has developed 
and refined the economic impact study of the arts as a tool 
for use in arts advocacy. These studies have been completed 
in 34 states and over 100 cities and regions, suggesting the 
extent to which this tool has been used in the arts. 

This study is a review of the economic impact studies 
of the arts produced over the past 20 years; it is based on 
an analysis of over 200 studies — all that were able to be 
located. This review is designed to contribute in two 
primary ways to thinking about the arts from an economic 
perspective. First, the analysis is designed to clarify the 
nature of economic impact studies of the arts — their 
features and the kinds of findings that reasonably may be 
expected to result from them. Second, this review is 
designed to help arts advocates in the process of 
commissioning or designing these studies make informed 
choices about the options available to them. 

^ This analysis begins with a review of the history of 
economic impact studies of the arts. Characteristics of the 
environment that have led to the development of the economic 
impact study as an advocacy tool are identified, . and some of 
the significant early research in the area that set patterns 
for later studies is cited. Next, the major findings of 
studies of the economic impact of the arts are reported. In 
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the third section of the study, issues of research design 
relevant to these studies are identified, including purpose, 
scope of definition of the arts industry, methods of 
measuring impact, data-collection methods, selection and use 
of multipliers, and research administration. For each of 
these features, various possibilities, as suggested in the 
studies, are identified. In the conclusion of the study, 
chief problems of the studies are identified and a 
reconceptualization of the design and use of the studies is 
proposed for the future. 

History of Economic Impact Studies of the Arts 

Over the past 30 years, the resource and policy 
environment for the arts in the United States has changed 
dramatically. The changes that have occurred are largely 
responsible for the development and use of economic impact 
studies of the arts. 

Changes in the Arts Environment 

Among the most important changes in this environment 
have been: (a) introduction of significant public subsidy 
for the arts; (b) growth of an arts industry large enough to 
have collective impact; (c) rise of political/philosophical 
questions about whether government should support the arts; 
and (d) expansion of the influence of the private business 
sector . 

Public Subsidy for the Arts . Prior to the founding of 
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the National Endowment for the Arts in 1965, which provided 
incentives for the establishment of public arts agencies in 
states and territories, direct public subsidy for the arts 
existed but only on a limited scale. Most public subsidy 
occurred at the local level, with municipalities supporting 
art museums and major performing arts institutions. Very 
few public arts agencies existed to encourage the general 
development of the arts in cities or states. 1 

Concurrent with the expansion of public arts agencies 
was the establishment of local arts agencies, service and 
trade organizations such as the National Assembly of State 
Arts Agencies and the National Assembly of Local Arts 
Agencies, regional arts organizations, and a variety of 
service organizations based on disciplines and interest 
areas. In a brief 15 years after the founding of the NEA, a 
complex network was in place that, on a small scale, 
imitated the long-standing service and advocacy networks 
that had grown up around most other federal agencies. This 
network provided tangible evidence that government funding 
of the arts was no longer the exception; it had become an 
essential element of the arts industry. 

When the arts became part of and dependent upon 
government, they were subject, for better or worse, both to 
the public-policy concerns of a broader group of 

1 Edward C. Banfield, The Democratic Muse: Visual Arts and 

the Public Interest (New York: Basic, 1984). 
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constituents and to policy changes associated with changes 
in political leadership. For the first time, the arts were 
forced to respond in a system-wide fashion to ongoing 
public-policy issues such as race discrimination, access for 
the disabled, and accountability for public expenditure. 

The arts also became subject to the influence of periodic 
public-policy issues such as energy conservation, job 
development, economic development, and the health of the 
environment. 

One conseguence of the interrelationship between the 
arts and other public-policy issues was the need for the 
arts to respond to issues using the vocabulary and 
perspectives of government and public policy. As the policy 
environment became increasingly concerned with jobs, the 
economy, and community economic development, arts advocates 
had to craft responses that focused on the relationship of 
the economy to the arts, using the frameworks and 
terminology of economics. Rather than responding to issues 
using their own language — the language of theatre, dance, or 
music, for example — arts advocates began to employ the 
language of those to whom they were appealing for funds — the 
government. 2 Studies of the economic impact of the arts, 
then, constituted a reply to concerns about the role of the 

2 For a discussion of identification as a strategy in economic 
impact studies of the arts, see Anthony J. Radich and Sonja K. 
Foss, "Economic Impact Studies of the Arts as Effective Advocacy," 
Economic Impact of the Arts: A Sourcebook , ed. Anthony J. Radich 

(Denver: National Conference of State Legislatures, 1987) 77-103. 




arts in an economy addressed to those who understand this 
language. 

Public subsidy for the arts led to the development of 
studies of the economic impact of the arts for yet another 
reason. Once the arts became part of government, they were 
compelled to gain access to the resource-allocation forums 
of government. When representatives of the arts sat at 
tables where decisions about resource allocations were made, 
they had to be credible enough to be considered worthy of a 
place at those tables. The economic impact study 
constitutes evidence of such worth. The arts were not 
alone in their selection of economic impact as a primary 
strategy for maximizing the allocation of public funds; 
tourism and sports have had similar difficulties 
communicating their worth on the basis of arguments more 
central to their purposes and have relied increasingly on 
economic impact studies to gain access to public 
resources. 3 

Collective Impact of the Arts . The growth in the size 
of the not-for-profit art sector was another environmental 
change that prompted the development of studies of the 
economic impact of the arts. As many of the country's 
communities organized cultural activities, the result of the 

3 See, for example: Frank L. Hefner, "Using Economic Models to 

Measure the Impact of Sports on Local Economies," Journal of Sport 
and Social Issues 14 (1990): 1-13; and Rebecca L. Johnson and Fred 
Obermiller, "The Economic Impact of Tourism Sales," Journal of 
Leisure Research 21 (1989): 140-54. 
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impetus of the NEA, the size of the arts industry expanded. 
In the 27 years since the creation of the Missouri Arts 
Council, for example, the number of organized arts groups in 
the state has grown from 37 to over 3 00. 4 Such expansion 
in the size and complexity of the arts industry encouraged 
arts groups to see themselves, for the first time, as 
partners in one industry and thus as potentially 
economically significant. Arts groups realized that, 
collectively, they could have a voice in conditioning local 
public-policy environments for their benefit. A primary 
means for conditioning these environments has been economic 
impact studies of the arts. 

Challenges to Public Arts Funding . A third 
environmental factor that has contributed to the 
commissioning of economic impact studies of the arts has 
been the development and promotion of the concept that 
government is too large and should be down-sized. Although 
the position that government is too large has been actively 
promoted throughout American history, its most recent 
manifestation emerged in conservative thinking and writings 
of the 1960s and 1970s and was applied in the programs and 
policies of Ronald Reagan's Presidency. Inherent in the 
concept that government is too large was the assumption that 
government should attend only to basic societal needs and to 



4 Missouri Arts Council, internal memo (St. Louis: Missouri 

Arts Council, December, 1991). 
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those needs that can be handled only by government. From 
this perspective, the arts were defined as a non-essential 
and non- legitimate function of government that should be 
supported instead by the private sector. 

Economic impact studies provided a way for the arts 
industry to respond to the argument that government should 
not fund the arts. These studies defined the arts as 
contributors to the economic well-being of communities and 
as entities that return more money to state and local 
treasuries than they draw down through subsidy. The arts, 
then, were defended on the basis of their low investment 
cost to government and their bountiful economic return. The 
argument about whether the arts constitute a legitimate 
arena for government was dismissed by arts advocates as 
irrelevant because the arts were proclaimed to not cost the 
government money but, instead, to generate tax revenue and 
help in the building of a productive economy. 

Expansion of the Influence of the Business Sector . The 
desire to quantify the value of the arts also must be 
understood in the context of another trend — expansion of the 
influence of the private business sector. The years of the 
Reagan Presidency were characterized by the placement of a 
high value on the business sector and on the application of 
its market mechanisms to the government and non-profit 
sectors. From such a business perspective, the arts were 
viewed as a net drain on an economy rather than a net 
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benefit; they did not appear to generate money but to be net 
users of money. Consequently, the arts were seen as a 
charity with no economic value and thus no value. As Levine 
explains, "In the Darwinian world of the 1980's, the public 
is inclined to say that if the arts cannot compete in the 
market place, they do not deserve to survive." 5 

Levine points to the shift in strategy used by arts 
advocates in response to the business perspective; "This 
change in attitude has caused a shift in strategy by the 
arts community. The arts have ceased to stress their lack 
of competitiveness and have adopted business practices in 
their administration, price setting, marketing, and 
fundraising. " 6 

Not only economic impact studies but other tools of 
business were adopted in the arts world. One manifestation 
of this embrace of business practices was an increase in 
calls by board members and others to "run the arts like a 
business" rather than to operate them in a "business-like 
manner." Another was the adoption of the corporate term, 
president and chief executive officer , for the former 
executive director or director titles that were 
traditionally used in arts organizations. 

Economic impact studies povided the arts with a tool 



5 Deborah Levine, "Economic Impact of the Arts" (Chicago 
Illinois Arts Council, 1985) 3. 

6 Levine 3 . 
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through which to express the value of the arts in the terms 
of the marketplace. They allowed arts advocates to argue 
that the arts can make a contribution to a market economy 
and that they do not function solely as a charity in such an 
economy. Largely because of the business influence on the 
arts environment, arts advocates have attempted to go beyond 
a demonstration of the arts as an economic asset to make 
claims concerning the arts' capacity to attract businesses 
to an area. Unfortunately, such claims remain to be proven. 
Nevertheless, in selective cases, where an area's 
liveability is a factor in a decision to relocate a 
business, the arts can play a significant role in creating a 
climate of "liveability." 7 

In many ways, the new environment for the arts that 
developed in the United States in the past 30 years invited 
the invention and use of economic impact studies of the 
arts. In order to survive and flourish in their new 
environment, the arts needed a tool that utilized the same 
language as others in government and defined them as the 
potential equals of other entities seeking public funds, 
capitalized on the potential impact of their collective 
size, responded to questions about the appropriateness of 
public funding for the arts, and enabled them to be valued 



7 For a discussion of the connection between liveability and 
the arts, see, for example, Harvey S. Perloff, The Arts in the 
Economic Life of the City (New York: American Council for the 
Arts, 1979). 
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in a market economy. Economic impact studies of the arts 
were a predictable and natural response to the arts' new 
environment. 

Roots of Economic Impact Studies of the Arts 

The studies of the economic impact of the arts that 
developed in response to the new arts environment derive 
from two primary perspectives: (a) economic theory and 

applied economic research; and (b) public-policy analysis, 
particularly cost-benefit analysis. Economic theory and 
applied economic research provide a theoretical framework 
for describing how funds flow through an economy, and they 
offer ways to measure the volume and speed of that flow. In 
cost-benefit analysis, the theoretical tools of economists 
are applied to public-policy decision-making so that a 
quantitative value can be ascribed to the costs and benefits 
of an activity that receives or seeks to receive public 
funds. In the 1960s, the Rand Corporation was a leader in 
applying cost-benefit analysis to decision-making in the 
defense sector, and the Brookings Institution and Resources 
for the Future applied the method in the areas of natural 
resources and domestic programs. 8 

Although actual cost-benefit methods generally are not 
used in studies of the economic impact of the arts, the 
basic assumption on which these methods are based — that the 

8 Robert H. Haveman and Julius Margolis, Public Expenditure 
and Policy Analysis . 2nd ed. (Boston: Houghton Mifflin, 1977) 8. 
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public benefits that accrue from a public expenditure can be 
measured — is inherent in them. In these studies, 
researchers and advocates are attempting to demonstrate that 
the benefits of the arts outweigh their costs. 

The specific source of the methods used to measure the 
economic impact of the arts was a model developed by John 
Caffrey and Herbert Isaacs for estimating the economic 
impact of a college or university on its local community. 
Caffrey and Isaacs were careful to gualify the kinds of 
outcomes their model could produce and the criteria by which 
it should be judged: 

Professional economists may well guestion the 
simplicity of the approach recommended, and they 
are entitled to do so. Neither the authors nor 
the American Council on Education make any claim 
to theoretical purity or completeness in the 
methods proposed. They are intended only to 
provide explicit, reasonable, straightforward 
procedures for estimating the more direct economic 
impacts of an institution of higher education on 
its neighboring community. In addition to the 
numbers that may result from the use of these 
procedures, there is a basic value in simply 



9 John Caffrey and Herbert H. Isaacs, Estimating the Impact_of 
a College or University on the Local Economy (Washington, D.C. : 
American Council on Education, 1972). 
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